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f ‘ SECRET 

The Director of Central Intelligence 




Washinslon, D C. 20505 





National Intelligence Council 


NIC 05596-85 
8 November 1985 


MEMORANDUM FOR: 


Director of Central Intelligence 
Deputy Director of Central Intelligence 


FROM; 

SUBJECT: 


Acting National Intelligence Officer for Economics 

Press Reports on NSC "Challenge" to the Economic 
Policy Council 


25X1 


1 The New York Times and Wall Street Journal today ran stories 

about' McFar lane's proposal to establish a committee composed of the 
DefensrolSrtLnt! C?A. State, and to ^he stra ^ic 

implications of economic policy decisions. The New York Times, reterri g 
t7the conmiittee incorrectly as a Cabinet-level group, says that tte 
committee could "operate as a power rival to the EPC. The wai i sireei 
VMirnai notes correctlv that state Department has demurred from 
S^group. You will recall that you received a memorandum 

on this issue asking for a CIA representative. I sent you a drj^ft 
response supporting McFarlane's recommendation and suggesting that CIA be 
represented on the group by the NIO for Economics. 

2 I met with McFarlane's Senior Director for International Econwic 
Affairs, Stephen Oanzansky, this morning to discuss his plans 

new groLp. Danzansky explained that he hoped t"® 9«>!fP 
to discuss EPC agenda items for the following week. The 9«“P 
propire a "National Security Impact Statemenf; on EPC decisions which 
would accompany Council proposals to the President. 

T Secretarv Baker obviously opposes the formation of this group, 
and l\s Sople nke?7br?efed thJ Z York Times on McFar «ne s memo. 
Should Baker appeal the creation of this group to 

presenting it (correctly) as an unnecessary bureaucratic layer, it would 
give us a chance to point up the shortcomings of the EPC process, 
including : 

— the apparently deliberate failure of the EPC to get position 
papers to NSC, DOD, and CIA on a timely basis; and 
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SUBJECT: Press Reports on NSC “Challenge to the EPC 


the exclusion from the EPC agenda of many important 
international issues such as Soviet trade and finance, LDC debt 
etc., in favor of minor trade issues such as Canadian lumber 
that are best handled at the sub-cabinet level. 


Attachments: 

A. New York Times Article, 8 November 1985 

B. Wall Street Journal Item, 8 November 1985 

C. EPC Agenda Listing 

D. Memo from McFarlane, dated 2 November 1985 
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SUBJECT: Press Reports ori NSC "Challenge" to the EPC 


Acting NI0/Econ{ 

Distribution: 

Original - Addressees 
1 - DDCl 

1 - Executive Secretary 
^’^ecutive Registry 
1 - C/NIC 
1 - VC/NIC 
1 - Acting NIO/Econ 

1 - A/NIO/Econ 

2 - NIO/Econ Files 


8 November 1985 


NIC 05596-85 
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THE NEW YORK TIMES 
Friday, November 8, 1985 



■y CLYDE a PA1NSWOK1H 


10 nt Wwi j ir ufc 

WASHINGTON, Nov. 7 — A pn>> 
WWft l to QttftbUsh a Cafaiiioc4evid 
oomniltttie to'aawss tlie ftratwlc tm- 
pUcatiaDs of trade ptriicy — inch as 
tbe inyart od tlie Amerlcan^apa* 
Mae defense alltonoe of poe^e 
American cute on aeaiicobductor 
taqxirts — has been made by Presi- 
dent Reaaan's national aacnrity ad^ 
ytser, Bobeit C. IfcParlane. 

Hie prnBal, Contained in a rece nt 
memo to Secretary of Stem Gaoen P. 

to eimecied to meet rignlflcant 
•ppoaltion. Hiose In the Government 
Who favor tree trade, most of whom 
are in die C nmnwi oe Department 
and the Office of tbe Trade Rrare- 
•entative, fear chat auch a panel 
would try to aubonltnate trade 
to nattanal-aecurlty and foraicti- 
poilcy oonstderadons. 

Boaeyer, with the psopoaa] not yet 
M Pretodent Ej Bagui*s desk, oppo- 
aants were unwilling to comnwnt on 
wB laoord. 


Thenewoommltteewouldbeoom- 
peaed of the Defease Department, the 
Cen^ InttiUgence Annmf, the Na- 
tto n a l tt >y state 

Department, tbe panel could operate 

P*"*®*‘ *** Economic 

.. DoUcy council, fonwhicb ait the trade 

i asendes. What tta ratatimi^ would 
be to the policy oouDCi] to 

: Those fai the latter body eee tbe new 

:P^ascraatingehigto>levttl.ooUec- 
live votoe for vi^ that imtil now bad 

-- been ma ssed by individual aao-'' 
.ctes or Cabinet olfioerB, sadi asT)a> 
wise Secrstary Csspar W. Wetadwr- 
ter- 

Aakad about the memo, Kama 
. Sm a ll, Mr. McFailane's 
aaid, **l*ve been tnsttuctad not to 
comment on dito.*' 

Altbouih it was unclear what would 
brins the nsw enwifnttt^ Into bcins, 
moat analysts thought a Prestdential 
dacto i on would be reqohad. 

Hade policy to now managed by 
the Economic Pdicy Opm yjl tinder 
the cMrirmaiwhip of Haasuty Secra- 


tary James A. Baker M. Others on 
tbe mmmittec are die Commerce, 
Labor, Agrioahma, and State Do- 
twrtments. the Office of the Trade 
Bepreaeoutive and the Office of 
- Ifanagement and Budget. 

^.Weinberger, Mr. McFarlane 
. nnd the Director of Central Intelli- 
fence, William J. CMey. are Invited 

to participate in tbe council, as 

weeded, officials said. 

BMore a raorganiiation last April 
diat created the pdlcy council, how- 
ever, they were pan of tbe regular 
Ctede poUcy-maknu process as mem- 
bers of tbe CaUnet body diet 
pre c e d e d the ptdlcy council. 

Hurt was ^ Senior Interagency 
Group on Interaadona] Economic 
PoUcy, wUdi was under the chalr- 
wum i tfiip of die Heasury Secretary. 

Tte paperwork fnr it was prqnued 
the NMional Saoirity Goundl. 

‘'lUs to a turf battle.*' aaid a Con- 
fi wift l on e ! source *Mwm«r tbe 
mmo. *Tlie aecnzity agencies are 
Mill angry at bebm from out of the 
Boonomic Polled Council." 
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THE WALL STREET JOURNAL 
Friday, November 8, 1985 


MCPAIOANE BIOVES to teciease Us tai- 
Ouence over tnde pUky. Tbe Natkmal Se- 
curity OouDcU cUef proposes a new inter- 
afency trade conmlttee, including the NSC. 
to lacsent a foreigD-policy view on qtedfic 
trade issues. But the State Department de- 
murs, saying a change Isn't needed. 
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the white house 

WASHiNOTON 


November 7, 1-985 


MEMORANDUM FOR 


FROM: 


ALFRED H. KINGON 
RICHARD G. DARMAN 
JOSEPH R. WRIGHT 
STEPHEN I. DANZANSKY 


EUGENE j, McAllister^ 




SUBJECT : EPC Agenda 


weeksT**" the proposed EPC agenda for the next few 


Week of November 4-8 

Thursday f NovemhoT- 7 
Economic Review 
Week of Hovemh#*!- 11-15 

Wedne sda y , No v*»mhe r 13 
— antitrust (Joint EPC/DPC) 


Action Forcing Event 


1986 legislative initiative 
State of the Union Address 


Thursday, WQv«»mhoy ia 
— open 

Week of November 18-22 

Wednesdays November 20 
“ antitrust 
Thursday f wov^hmSer 21 
~ new trade round objectives 

Canadian lumber 


GATT contracting parties 
meet on in late November, 

Congressional interest p 
Canadian trade arrangement 


Week of Nov^mhdhy Qg 

Tuesday, November 26 
— open 
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Other Short-Term (Next 2-4 weeks) Potential Agenda Items 

o December 1 Section 301 Deadlines 

— EC Canned Fruit 

— Japan Leather and Leatherfootwear 
o Surcharge on Recording Tape 

There are several proposals in Congress to place a surcharge 
on recording tape with proceeds going to recording industry. 

o Return of the Strike Force 

o Airport Landing Rights 

(HIB and DOT are engaged in negotiations intended to fairly and 
efficiently allocate airport landing rights. 0MB and CEA 
favor a market auction, similar to Federal oil leases. DOT 
tentatively has supported a buy-sell option permitting 
airlines to transfer existing slots among themselves. 


1 
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THE WHITE HOUSE 



WASHINGTON 


SECKET 


November 2 , 1985 


C342 


Executive Registry 
85- 

4179 


MEMORANDUM FOR THE HONORABLE WILLIAM J. CASEY 

The Director of Central Intelligence 

SUBJECT: National Security Assessment of Economic 

Policy Decisions: New Procedure (S) 


With the recent highly visible activity in the trade and 
monetary areas, the President is more frequently called upon 
to make decisions relating to economic policy than in the 
past. Most of these decisions have major international and 
national security implications. (S) 

Because of this, I have become increasingly concerned in the 
last few months that in the internal handling of interna* 
tional economic issues there is no .mechanism to ensure that 
final recommendations that are sent forward to the President 
nave been considered from an overall national security 
perspective. Often it is the case that it is not until a 
final recommendation is made that the national security 
iB^lications can be fully assessed. In addition, 1 do not 
believe that CIA and Defense are adequately consulted on 
mwy economic policy matters. The President must be given 
the opportunity to %veigh all the international political and 
military Implications of each proposal on the best informa- 
tion available. (S) 

1 have decided, as a result, that it is necessary to put 
^to place a more formal procedure for providing the Presi- 
dent with fully considered national security advice on all 
international economic issues. What I propose is a require- 
ment that all recommendations to the President on interna- 
tional economic Blatters, from the EPC or other sources, must 
be subject to a last stop national security review process 
overseen by the security agencies: NSC, CIA, State and 
Defense. (S) 


^his review process would be memorialized in a document 
called a National Security Intact Statement (NSIS) which 
reflect the judgment of the above— anentioned agencies 
on the relationship of the proposed decision to the Presi- 
dent 8 overall foreign policy objectives. This document 
would be prepared by representatives from the security 
agencies who irould assess the national security i]iq>lications 
of proposed actions. There is no Intention in this proposal 
to create another bureaucratic layer. The purpose is to 
facilitate the decisionmaking process through a close 
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coordination of our agencies to best serve the President in 
making economic decisions that could affect the national 

i security* (S) - 

•• • 

I hrfve asked Stephen Danzansky to coordinate the new process 
on my behalf. Steve already has spoken to Willie Taft of 
Defense about establishi ng better coor dination on economic 
policy matters# and with i | st the Agency. As 

part of the NSIS process# I foresee that it will be neces- 
sary regularly to communicate with a small group from the 
security agencies whose sole purpose Is to provide the 
assessments which %fould form the basis of the Impact State— 
Bient. In order to make the process as efficient as possi- 
ble# I TOuld like only one r epresentative f rom each agency. 

I would request that you ask ] | or some other 

person# to regularly participate in meetings of this group 
as the CIA's representative. (S) 


25X1 
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Robert C. McFarlane 
Assistant to the President 
for National Security Affairs 
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